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We	  know	  that	  the	  level	  of	  global	  competition	  is	  much	  greater	  today	  than	  it	  was	  ten	  years	  ago.	  	  We	  also	  
know	  that	  it	  will	  be	  even	  greater	  ten	  years	  from	  now	  than	  it	  is	  today.	  	  	  Some	  respected	  authorities1	  on	  
globalization	   believe	   that	   it	  will	   become	  one	   of	   the	   largest	   transformational	   changes	   in	  world	   history	  
before	   it	   runs	   its	  course	  and	   that	   it	  will	   rival	  The	   Industrial	  Revolution	  by	   that	   time.	   	  Unless	  American	  
attitudes	  change	   rapidly	  and	  dramatically	  very	   soon,	  one	  of	   the	  major	   themes	  when	  history	  books	  on	  
this	  period	  are	  written	  100	  years	  from	  now	  will	  be	  that,	  in	  the	  midst	  of	  this	  enormous	  transformational	  
change,	   Americans	  were	   largely	   oblivious	   to	   these	   global	   forces	   and	   how	   they	  were	   being	   impacted.	  	  
Right	  now	  Americans	   should	  be	  demanding	   that	  our	  elected	   leaders	  examine	  every	  public	   	   institution	  
and	  policy	  with	  respect	   to	   its	   suitability	   for	   the	  21st	  century,	  which	  some	  have	  called	   the	  globalization	  
century.	   	   That	   world	   will	   be	   dramatically	   different	   from	   the	   20th	   century	   in	   many	   respects,	   most	  
especially	   the	   level	  of	  global	   competition	   for	   jobs,	  educational	  opportunities,	  markets	  and	   investment	  
capital.	  

The	  United	  Nations	  currently	  recognizes	  193	  countries.	   	  One	  could	  make	  a	  strong	  case	  that	  the	  United	  
States	  has,	  structurally	  speaking,	  the	  very	  worst	  tax	  system	  on	  the	  planet	  from	  the	  standpoint	  of	  global	  
competitiveness.	   	   In	  point	  of	  fact,	   it	   is	  probably	  worse	  than	  Malawi,	  Belize,	  Bangladesh,	   Iceland,	  Libya,	  
Nigeria,	   Thailand,	   Ecuador,	   Afghanistan,	   Laos,	   Ghana	   and	   a	   host	   of	   other	   third	   world	   developing	  
countries	  –	  not	  to	  mention	  the	  major	  economic	  powers:	  China,	  Japan,	  India,	  Brazil,	  Germany	  and	  the	  UK.	  	  
This	   conclusion	   is	   based	   on	   the	   fact	   that	   no	   other	   country	   has	   the	   following	   (or	   a	   comparable)	  
combination	  of	  uncompetitive	  features	  in	  its	  tax	  system:	  

1. Highest	  corporate	  income	  tax	  rate	  in	  the	  world.	  
a. The	  United	  States	  has	  thus	  far	  ignored	  the	  world-‐wide	  trend	  over	  the	  past	  several	  decades	  

of	  reducing	  corporate	  income	  tax	  rates.	  
b. Japan	  lowered	  its	  rate	  on	  April	  1,	  2012,	  leaving	  the	  US	  with	  the	  dubious	  distinction	  of	  having	  

the	  highest	  corporate	  tax	  rate	  in	  the	  world.	  
2. US	  corporate	  taxation	  is	  based	  on	  world-‐wide	  income,	  unlike	  many	  jurisdictions	  which	  levy	  their	  

income	  tax	  only	  on	  domestically	  derived	  income.	  
3. No	  border	  adjustment	  mechanism.	  

a. This	  means	  that	  the	  US	  has	  no	  ability	  to	  relieve	  exported	  goods	  of	  their	  tax	  burden	  and	  very	  
little	  ability	  (with	  the	  enactment	  of	  NAFTA,	  GATT,	  etc.)	  to	  tax	  incoming	  imports.	  

b. The	  US	  is	  the	  only	  one	  of	  34	  OECD2	  nations	  lacking	  such	  a	  feature.	  
c. Partially	  as	  a	  result,	  the	  US	  has	  by	  far	  the	  largest	  trade	  deficit	  in	  the	  world.3	  

4. The	  most	  complex	  income	  tax	  system	  in	  the	  world	  with	  enormous	  and	  growing	  compliance	  costs	  
as	  a	  result.	  
a. Estimated	  in	  2011	  by	  Dr.	  Arthur	  Laffer	  at	  $431	  billion	  per	  year,	  



b. Economists	  refer	  to	  compliance	  costs	  as	  “a	  dead	  weight	  loss	  to	  the	  economy”,	  meaning	  that	  
they	  add	  nothing	  of	  value	  to	  the	  economy	  and	  are	  merely	  a	  waste	  of	  financial	  resources.	  

c. These	  costs	  are	  increasing	  rapidly	  and	  have	  been	  doing	  so	  for	  decades.	  
d. Compliance	   costs	   represent	   a	   hidden	   tax	   paid	   by	   all	   consumers	   and	   tax	   payers,	   but	   fall	  

disproportionately	  on	  lower	  income	  people.	  	  In	  other	  words,	  they	  are	  highly	  regressive.	  
e. They	  also	  reduce	  the	  rate	  of	  economic	  growth,	  which	  exacts	  a	  toll	  on	  everyone.	  

We	   should	  emphasize	   that	  when	  we	   speak	  of	   the	  uncompetitive	   aspects	  of	  our	   tax	   structure,	  we	  are	  
NOT	   referring	   to	   the	   overall	   level	   of	   taxation,	   but	   rather	   to	   the	   manner	   in	   which	   the	   tax	   burden	   is	  
collected.	   	   Although	   largely	   hidden	   from	   the	   general	   public,	   the	   structure	   of	   our	   tax	   system	   has	   an	  
enormous	  impact	  on	  our	  economic	  health,	  growth	  rate	  and	  level	  of	  unemployment.	   	  Globalization	  has	  
magnified	  our	  tax	  code’s	  negative	  effect.	  

The	   FairTax	   is	   the	   only	   tax	   reform	   proposal	   which	   fully	   addresses	   all	   four	   of	   the	   enumerated	  
uncompetitive	  features	  of	  the	  current	  tax	  system	  to	  the	  maximum	  practical	  extent.	  	  Enacting	  the	  FairTax	  
would	   immediately	   transform	  the	  U.	  S.	   tax	   system	  from	  arguably	   the	  world’s	  worst	   in	   terms	  of	  global	  
competitiveness	  to	  the	  model	  that	  many	  other	  nations	  would	  almost	  certainly	  copy.	  	  Simply	  put,	  there	  is	  
no	   other	   bill	   currently	   in	   congress	   that	  would	   stimulate	   our	   economy	  without	   increasing	   government	  
spending	   and	   lower	   the	   unemployment	   rate	   on	   the	   scale	   that	   the	   FairTax	   would.	   	   Global	  
competitiveness	  is	  only	  one	  of	  the	  reasons	  for	  this,	  but	  it	  is	  a	  major	  one.	  

	  

1. Authorities	  include	  Thomas	  Friedman,	  Clyde	  Prestowitz,	  Ted	  Fishman,	  Andy	  Grove,	  Bill	  Gates,	  and	  others.	  
2. Organisation	  for	  Economic	  Co-‐operation	  and	  Development	  
3. The	  US	  trade	  deficit	  for	  2012	  was	  approximately	  $540	  billion.	  	  No	  other	  country	  in	  the	  world	  reached	  $100	  

billion.	  
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